“Like the great giant Christopher it stands 
Upon the brink of the tempestuous wave. 
— Henry WapswortH LoNGFELLOW. 
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Vacation-Lime in New 


VACATION-TIME in New England is anytime, according 
to the travel section of the daily newspaper. The 
monthly distribution of New England guests on vaca- 
tion, however, seems to indicate that more than 80 per 
cent of New England vacation-time is concentrated 
between Independence Day and Labor Day. 

Vacationists in New England are guests of hotels, 
tourist homes, cabin groups, and boys’ and girls’ sum- 
mer camps. They also occupy approximately 150,000 
summer homes. Hotels, tourist homes, and cabin 
groups which are dependent upon the vacationist and 
vacationing tourist for more than 50 per cent of their 
total annual receipts attract about 70 per cent of the 
total vacation business. The cooperation of these three 
groups in helping to compile the New England Vaca- 
tion Business Index has made possible this study of how 
their business varies month by month through the year. 

The principal measure of vacation business in New 
England is the number of gucsts at hotels, tourist 
homes, and cabin groups. A guest may stay at a lodging 
place only one night, or he may stay for several weeks. 
To the proprietor he is a new guest every day, and the 
account books will reflect that attitude. The unit of sale 
in the vacation business, therefore, is accommodation 
for one person for one night. The word “guests” is used 
in the vacation business and in this article to measure 
the guest-night capacity and guest-night occupancy of 
lodging places. 

Analysis of the New England Council Inventory of 
Vacation Business indicates that New England’s vaca- 
tion lodging places would be able to provide accommo- 
dations for approximately 80 million guests by remain- 
ing open all year. Because of the seasonal demand for 
their facilities, some vacation spots remain closed during 
the less attractive vacation months, and space for only 
10 million guests is available each year. For the past 
two years the Vacation Business Index of the Federal 
Reserve Bank of Boston shows that these lodging places 
entertain about 13.5 million guests annually. Only about 
34 per cent of the capacity made available for occupancy 
is used by vacationists. 

During July and August, because of the mass move- 
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ment away from offices and apartments during the 
summer heat, lodging places in prosperous years like 
1947 and 1948 are able to sell 65 per cent of their avail- 
able capacity for 13.2 million guests. The vacation 
hotels fill about 68 per cent of their available 5.8 million 
capacity by entertaining 3.9 million guests. Tourist 
homes and cabins which entertain 4.7 million guests 
and use 63 per cent of their capacity of 7.4 million 
guests illustrate the tremendous growth of tourist travel. 

People who go on vacations often decide to start out 
on the spur of the moment and change their plans from 
year to year. Asa service industry, the vacation lodging 
business tries to satisfy all the demands of the vacation- 
ing public at any time and place. If the public takes a 
fancy to the shore and lakes, as it did last summer, the 
shore and lake resorts must meet this added demand 
with a resultant lower occupancy rate in the mountains. 
The mountains might take the fancy of the vacationists 
this year. Space must be maintained to take care of this 
changing pattern. 

Unlike manufacturing, the vacation lodging business 
is geared to and expects to operate at around 60 per 
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cent of capacity during July and August and is not sur- 
prised to find that it operates at only 34 per cent of 
capacity during the year. Satisfaction of a vacationist’s 
demands cannot be transferred from one time to another 
in this type of business. If a room is not sold on any 
given night, the sale is irretrievably lost. 

In June and September, New England’s lodging places 
make available space for 11.1 million guests, only 16 
per cent less than the 13.2 million guest capacity offered 
in July and August. Because of the habits of the vaca- 
tionist, however, lodging proprietors have been able 
to attract only about 2.8 million guests in June and 
September, 68 per cent fewer than in July and August. 
The hotels sell 26 per cent of their available capacity to 
1.2 million guests. The tourist lodging places operate at 
about 24 per cent of capacity while entertaining 1.5 
million guests. 

The low use of available capacity in the fringe months 
of June and September and the high cost of operation 
and construction are major reasons for the limited con- 
struction of new resort hotels and modernization of 
many existing establishments. The failure to expand or 
modernize may be jeopardizing New England’s 60 
million dollar resort hotel business. 

The lodging place operators have tried to overcome 
the Labor Day complex of the New England vacation- 
ists, but they have met with only limited success. 
Special bargain rates have been offered in June and 
September; many special promotional events have been 
sponsored such as the Vineyard fishing derby, Cape Cod: 
Indian Summer, and many others. Although some new 
demand for service has been created, the overall results 
have been disappointing. A bill to change the date of 
Labor Day from the first Monday to the third Monday 
in September was introduced in the legislatures of New 
England states this year. The efforts by the operators 
to have the date of Labor Day changed were not suc- 
cessful because the legislation failed to pass. 

The most successful extension of the vacation season 
has been effected in areas adapted to winter sports. The 
winter vacation lodging places were able to sell an 
average of 15 per cent of their available 2.7 million guest 
capacity in January and February of 1948 and 1949 in 
spite of the poor skiing conditions. The ski business is 
small when compared with total vacation business in 
New England, but over the past two years winter sports 
business averaged almost nine per cent of the total 
annual lodging place business in Vermont and six per 
cent of the total in New Hampshire. 

Although the winter sports business was poor this 
year, indications for the summer are encouraging. On 
March 1 vacation lodging places held five per cent more 
advance reservations for July and August than they did 
at the same time last year. While the space reserved 
amounted to only 12 per cent of total available space, 
it does provide a firm base on which to build until 
opening day. 





Monthly Review articles may be reprinted 
in full or in part provided credit is given 
to the “Monthly Review” of the Federal 
Reserve Bank of Boston.” 
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Spending Shifts 
To Nondurables 


As Saving Increases 


Consumers in New England did not spend so freely in 
1949 as they did during most of 1948. In spite of their 
increased caution and a slight reduction in their per- 
sonal incomes, they have spent enough to hold dollar 
sales in New England retail stores near the level for the 
corresponding period in 1948. Price reductions brought 
out crowds of shoppers who bought more units at lower 
prices in department stores. Downward pressure on 
prices increased, as total personal income decreased, 
the rate of new consumer credit extended declined, and 
the rate of saving increased. Consequently, inventories 
received special attention at retail stores. 

Dollar sales for 122 New England department stores 
in the first quarter of 1949 were 8.5 per cent below those 
in the corresponding quarter in 1948. The date of 
Easter, which came on March 28 last year and on April 
17 this year, was primarily responsible for the unfavor- 
able comparison. Cumulative weekly sales in larger 
southern New England stores to April 23, however, 
were one per cent above those for the same period last 
year. Department store sales in the entire United States 


| for the same period were three per cent below last year. 


New England’s improved position was partially depend- 
ent on more favorable weather, but it may also reflect 
better consumer reaction to price reductions and clear- 
ance sales in this district. The better performance of 
Downtown Boston stores compared with stores in the 
entire district during the first quarter is an indication 
of this appeal and the stability of predominantly service- 
industry income of the metropolitan area. 

Incomes of individuals in New England have de- 
creased in 1949, despite higher wage rates, because of 
the decline in manufacturing employment and shorter 
working schedules. Maintenance of employment and 
working schedules in the more stable nonmanufactur- 
ing activities, which provide slightly over one-half of 


| total employment in New England, helped to support 
| total personal income. In addition, unemployment com- 
| pensation payments helped to check the drop in total 





income. Farmers’ income declined slightly, but the 
nature of New England agricultural income, except 
from potatoes, makes it less vulnerable to a slide in 
prices. On balance it is estimated that personal income 
from manufacturing, service-industry, and agriculture 
in New England during the first quarter of 1949 was 
about three per cent below that for last year. 

Individuals either by choice or because of limitations 
by lenders did not borrow so much buying power during 
the first quarter of 1949 as they did a year ago. New 
consumer credit extended by a representative group of 
New England commercial banks in the first quarter of 
1949 dropped 5.2 per cent below the corresponding 
quarter a year ago. The extension of total new con- 
sumer credit also decreased comparatively. 
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The reduction in both individual income and con- 
sumer credit contributed to the reduction in total retail 
sales in 1949 compared with 1948. Sales in independent 
retail stores in the Metropolitan Boston area decreased 
two per cent for the first three months in 1949 com- 
pared with 1948. Two New England cities for which the 
United States Department of Commerce issues sales 
reports had decreases as follows: Hartford, five per cent; 
and Providence, seven per cent. Sales decreased in 
York County, Maine, by eight per cent. Business in 
several independent retail store groups, especially in the 
durable-goods field, during the first three months of 
1949 did not compare favorably with 1948. Furniture 
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store and jewelry store sales were off seven per cent; 
furniture-household-radio stores reported a five per cent 
decline in the Metropolitan Boston area. 


Shift to Nondurable Goods 


Spending seems to have shifted from durable goods, 
except automobiles, to nondurable consumer goods 
during 1949. Retail sales decreased only one per cent in 
apparel stores and two per cent in general merchandise 
stores, and increased nine per cent in book and station- 
ery stores in the Metropolitan Boston area during the 
first three months of 1949 compared with the corre- 
sponding period in 1948. In addition, as stated earlier, 
cumulative weekly sales of department stores were about 
equal to or slightly above comparable 1948 figures. 
Nondurable goods sales are a high percentage of total 
sales in department stores. The drop in sales of major 
household appliances in department stores during 1949 
illustrates the extreme degree of decline in sales of some 
durable goods. They were from 32 to 57 per cent below 
comparable weeks in 1948 between March 5 and April 
23. The comparative decrease of durable goods sales is 
also associated with the declines in instalment credit and 
new consumer credit granted by lending institutions. 

During the first quarter, sales gains were greatest or 
losses least in comparison with the first quarter of 1948 
in house-furnishings, small wares, basement, piece goods 
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and household textiles, and women’s and misses’ ap- 
parel departments. 

On the other hand, the comparative sales perform- 
ance in men’s and boys’ wear and women’s and misses’ 
accessories departments was relatively poor during the 
first quarter of 1919. The later date of Easter may be a 
partial explanation of less responsive purchasing. Never- 
theless, consumers in New England seemed to decide 
that items in these departments were relatively poorer 
values than in other departments and consequently 
spent less for them than in 1948. 

\ comparative increase in number of purchases as 
prices decrease is a sign of buying strength. If trans- 
actions had not increased as prices weakened, we would 
have had more cause for concern. Transactions were 
higher in each month from September 1948 to February 
1949 than they were in the corresponding month a year 
earlier in Downtown Boston stores. 


Saving Increases 


Division of income between spending and saving is an 
important decision because of its effect on purchases 
and prices. More income is now being diverted into 
savings nationally, and recent reports indicate a similar 
situation for New England. The net effect is to reduce 
current consumer spending. Uncertainty about the 
future, waiting for price declines, and a reduced rate of 
new consumer credit extended in New England are 
related developments. Much of the gain in saving 
reflects increased investment in homes and unincorpo- 
rated businesses as well as retirement of personal debt. 

Rates of change varied among the several types of 
liquid savings. Nationally, during the last quarter of 
1948, savings media in savings associations and co- 
operative banks, mutual savings banks, savings bonds, 
and life insurance increased; time deposits of commer- 
cial banks and postal savings decreased. 

Cumulative 12-month changes in different types of 
liquid savings in New England revealed similar trends. 
Time deposits in First District member banks have 
fallen steadily from an increase of over $200 million in 
the early months of 1946 to a slight loss by January 
1948, and a loss of $35 million by February 1919. 
Although current data on postal savings are not avail- 
able for New England, it appears that these deposits are 
declining. The rate of increase in deposits at a sample 
groupof New England mutual savings banks fell steadily 
from the early months of 1946 to November 1948, but 
has since leveled off. Annual percentage gains in private 
share capital in Federal Savings and Loan Associations 
located in New England have increased during recent 
months to a level of 11.9 per cent at the end of March. 
Estimated New England holdings of Series E, F and G 
bonds are increasing despite heavy redemptions. Sales 
of new life insurance policies in New England showed a 
relative pickup in February and March after lagging 
behind year-ago performance for several months. 

Increased spending in the future can be stimulated by 
additional price reductions. The level of liquid savings 
as a reserve for spending is high and income from 
service-industry employment is being maintained. The 
record of sales during a slumpin manufacturing has been 
encouraging, but downward pressure will accumulate 
if manufacturing employment remains in the doldrums. 
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Credit Purchases 


SALEs increased four per cent in 1948 over 1947 in New 
England retail stores which participated in the 1948 
Retail Credit Survey. All of the 431 reporting stores 
are credit-granting stores. Their total sales were divided 
about equally between credit sales and cash sales. An 
eight per cent increase in credit sales accounted for the 
four per cent increase in total sales. Cash sales declined 
slightly, 0.4 per cent, between the two years. 
Instalment credit sales, 11 per cent of total sales, 
increased about one-fifth in 1948 over the previous year. 
Men’s clothing stores led the list with an increase of 127 
per cent, although instalment sales are not a large per- 
centage Of total sales. Automobile dealers relied more on 
instalment sales in 1948, and increased their sales of this 
type by almost. three-quarters. Household appliance 
dealers, for whom instalment sales are the second most 
important percentage of total sales among the nine 
groups of stores, reported almost a one-third increase. 
Instalment sales made the greatest relative gain among 
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cash, charge, and instalment sales in eight of the nine 
kinds of business. Increases in instalment sales of 36 per 
cent in auto tire and accessory stores and 35 per cent 
in hardware stores, however, did not prevent total sales 
of these two groups in 1948 from slipping to a point a 
little less than one per cent below sales in the previous 
year. 

Instalment sales decreased percentage-wise in 1948 
compared with 1947 in only two store groups. The two 
per cent decrease in furniture stores, for which instal- 
ment sales are most important, accompanied a five per 
cent drop in total sales. The decrease of about five per 
cent for women’s apparel stores was relatively unim- 
portant because instalment sales were the smallest per 
cent of total sales for this store group. 

Charge account sales, 41 per cent of total sales, in- 
creased about six per cent in 1948 over 1947. Increases 
of about five per cent in women’s apparel stores, seven 
per cent in department stores, and 23 per cent for auto- 
mobile dealers offset per cent decreases for the other 
six retail store groups. Each store group which showed 
a drop in total sales also had a complementary decrease 
in charge account sales in 1948 compared with 1947. 

Four of the nine types of business had increases in 
total sales for 1948 over 1947 — automobile dealers, 22 
per cent; household appliance stores, five per cent; 
department stores, three per cent; and women’s apparel 
stores, three per cent. In general an increase in total 
sales was associated with an increase in credit sales. 
Automobile dealers reported the greatest increase in 
total sales and also the greatest rise in credit sales. 
Except for a slight tendency in men’s clothing stores, 
there is little evidence that retail stores tried to bolster 
lagging sales by a more liberal extension of credit. The 
percentage of credit sales to total sales was larger, how- 
ever, in 1948 than in 1947 for each group of retail stores. 

Cash purchases are also made by consumers who 
borrow from lending agencies. Reports from representa- 
tive lending institutions in this district indicate that 
consumer instalment loans increased during 1948 over 
1947 by about the same percentage as instalment credit 
sales made by dealers and stores participating in the 
Retail Credit Survey. The distribution of these cash 
sales among the stores or dealers is not known. The 
sale of automobiles is one important group which is 
affected by borrowings from lending institutions. 

The fourth quarter of 1948 ushered in a decline in the 
sale of durable goods in New England. Data from the 
Survey give no clue to changes in the volume of con- 
sumer instalment sales for a period shorter than a year. 
However, new consumer instalment loans at New Eng- 
land lending institutions showed a sharp drop during 
the last quarter of 1948. Similarly, retail and wholesale 
trade sources reported that sales of appliances and 
furniture decreased markedly during the same quarter. 
The year 1948 ended on a different distribution of retail 
sales in New England from that which prevailed when 
it began. 
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LITTLE SHIFT IN DEPOSIT OWNERSHIP PATTERN 


DeEMAND Deposits of individuals, partnerships, and 
corporations in New England banks showed but a 
slight change in ownership pattern from January of last 
year to January 1949. This is one of the facts determined 
from the most recent survey of demand deposit owner- 
ship in 154 banking units which hold 63 per cent of such 
deposits in the First Federal Reserve District. 

These demand deposits are not synonymous with the 
income or wealth of their owners. To the business firm 
they constitute an extension of its cash drawer to meet 
current operating costs. To the individual they consti- 
tute an extension of his purse to cover current expendi- 
tures. Surplus deposits beyond these current require- 
ments are frequently transferred to more permanent 
forms of investment, while deficiencies may be made up 
by a sale of investments or by borrowing. 

In the aggregate, therefore, demand deposits are a 
measure of the cash position of individuals, partner- 
ships, and corporations. Changes in demand deposits 
and in other components of the money supply, when 


considered in relation to changes in the quantity of 


goods available, are an indicator of latent inflationary 
or deflationary pressure on the price structure. To the 
individual bank an analysis of the ownership of these 
deposits is useful in determining the liquidity which 
should be maintained among its assets. 

Total demand deposits of individuals, partnerships, 
and corporations in this district on January 31, 1949, 


were estimated to be $4,005 million, a net decrease of 


slightly over one per cent from a year earlier. This 
small drop probably reflects both Federal debt retire- 
ment and the earlier phases in the current contraction 
in business activity, but the small size of the percentage 
decline should be a reassuring sign of the fundamental 
strength in the regional economy. 

Deposits under most classes of ownership partici- 


pated in this decline, although personal, trade, and cer- 
tain miscellaneous types of accounts increased in aggre- 
gate deposit volume. In all cases, however, changes were 
relatively small and did not disturb distribution of 
deposits among ownership groups. 

Deposits of manufacturing and mining establish- 
ments declined about 3.5 per cent between January 31, 
1948 and January 31, 1949, but still constituted over 
25 per cent of the total. Deposits of public utilities have 
declined as a percentage of the total in the postwar 
period. The cash position of utilities reflects heavy 
expenditures for expansion and improvements and rela- 
tively inflexible income during a period of generally 
rising costs. Deposits of trade establishments generally 
increased, perhaps reflecting the conservative ordering 
of merchandise in recent months. Likewise deposits 
showed further increase in the aggregate for construc- 
tion, recreational, service, and professional businesses. 

Deposits of insurance companies, which had been 
considerably increased by sales of government securi- 
ties in 1947, reversed their trend in the year ending 
January 31, 1949. Other financial deposits expanded. 

Personal deposits rose to 29 per cent of the total. 
Most salary and wage levels have held high. Layoffs 
and shortened work weeks have thus far had little effect 
upon personal checking accounts. Deposits were some- 
what lower for trust funds and nonprofit organizations. 

Individuals and trade establishments own the bulk of 
small accounts, but their proportions of total deposits 
decrease with the size of the account and the size of the 
bank. The proportions of deposits owned by manufac- 
turing firms, public utilities, insurance and trust funds 
increase with size of account and size of bank. Over 72 
per cent of all demand deposits of individuals, partner- 
ships, and corporations were concentrated in banks, 
each of which held at least $10 million of such deposits. 
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Recent Changes in Employment in New England 


New ENGLAND’s manufacturing industries provided 
employment for 1,381,300 persons in March 1949. That 
total was 13.3 per cent less than the postwar peak of 
1,593,500 reached in February 1947, and it was 10.9 per 
cent less than manufacturing employment in March a 
year ago. Except for seasonal fluctuations, the decline 
from the record height of early 1947 was small until the 
last quarter of 1948, when average manufacturing em- 
ployment dropped 4.8 per cent behind that of the last 
three months of 1947. The decline from a year ago slid 
to an average of 9.0 per cent during the first three 
months of 1949. 

Continued claims under the unemployment insurance 
programs of the six states reached 199,500 in March 
1949. Eleven-year peaks have been exceeded in Massa- 
chusetts, Rhode Island, and Connecticut. Most of these 
claims were filed by persons formerly employed by 
manufacturing establishments. The increase in con- 
tinued claims over claims during the same period of the 
preceding year leaped from 55 per cent in the last 
quarter of 1948 to 101 per cent in the first quarter 
of 1949. 

While manufacturing employment has been sliding 
off more and more rapidly, nonmanufacturing employ- 
ment has been rising until very recently. The New Eng- 
land total reached 1,860,500 in December 1948. For the 
last quarter of 1948, average nonmanufacturing employ- 
ment was 2.3 per cent above that of the last three 
months of 1947. The increase over last year dropped to 
().7 per cent for the first three months of 1949. In March 
there was actually a decline of 0.2 per cent from a year 
ago, the first such decline in several years. 

In the manufacturing industries, production has gen- 
erally slumped more than employment as a result of 
shorter work weeks. Where employment was off 9.0 per 
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The monthly index of industrial production declined 
further in March for the fourth consecutive month 
from a postwar peak of 195 in October and November. 
The March index of 184 was 2.6 per cent below Febru- 
ary 1949 and 3.7 per cent less than in March 1948. 
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cent from a year ago in the first quarter of 1949, pro- 
duction probably dropped about 15 per cent. Inventory 
difficulties seem to underlie a great deal of the trouble 
in all lines. Correctives are taking place through the 
working off of inventories, price concessions, and im- 
provements in productivity and other cost reductions. 
Declines in raw material prices have appeared in most 
lines, but so far they have not provided an important 
stimulus to production. The expectation of further price 
declines appears to be restraining both industrial and 
consumer buying in many lines. 

Both durable and nondurable goods have been af- 
fected by the declines in manufacturing activity. During 
the fourth quarter of 1948, employment in New Eng- 
land's durable-goods industries was off 4.3 per cent from 
the corresponding period of 1947, in comparison with a 
drop of 5.2 per cent for nondurable-goods employment. 
During the first three months of 1949, the drop from a 
year ago was 8.1 per cent for durables and 9.9 for non- 
durables. The greater decline in nondurables can be 
attributed to the disruption of the New England textile 
industry, which had about 18 per cent fewer employees 
in the first quarter of 1949 than in the first three months 
of last year. 

The breakdown between durables and nondurables 
seems to reflect fairly closely the difference between 
consumers’ goods and producers’ goods. It appears still 
to be true that industrial-goods production is doing 
better in New England than the production of consum- 
ers’ goods. Nevertheless, it appears that that situation 
may be changing gradually. While textiles, shoes, and 
other consumption items produced in New England 
have generally gone through their major readjustments, 
more difficult times are ahead for many producers of 
industrial items. 


FREIGHT CARLOADINGS 


























. ‘united Stotes| |] 1111, #4x' - 
3 seen | 3 
3 | | | see g 
<4 tt - eS 4] - Sere 44 
s has | & 
° I 1948 NN. 
; Thi ™ 
2 | | | | || 1949 
a ae (2 ef eee See | 

Pra TTT i 
IIA! | | J || LA 
eal | I} \. too 
a a | Nowe wee 
; | | | | | | | | ~f “1948 
: | | | | | || 1949 

| | |] \ \ 
& sol Suerep: Adeocieiteh ot amerteen teteoed’ | | | | | | LI mi | tm, 








‘39 40 ‘a1 42 43 4445 46 47 4049 J FMAM J J ABON D 
Yeorly Average Monthly Average 


Following its usual seasonal pattern, the number of 
freight cars loaded on seven major New England rail- 
roads increased in March but was still 19.4 per cent 
less than in March a year ago. The corresponding per- 
centage decrease for the country as a whole was 9.1. 
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COTTON SYSTEM SPINNING ACTIVITY 
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Spindle hours reported for New England in March 
were 23.1 per cent below a year ago and for the country 
as a whole, 20.0 per cent. ‘Cotton spinning activily in 
both New England and the United States showed an 
improvement over the previous month. 










































































SHOES 
*°° Wholesale Prices, U.S. | || rai cs 
e ‘| | 49 1948 008 
x Shoes S 
al ood 
80 Seoree: O48 L ee eee 
“] Production, | NE | a Tam rT 
5 A Boot lea Shoe 8 = 
1S} t+ > 
3 lan NN sp 3 
7 |™ M | lz Nee SI 
= 0+} + _ wo & 
2 | <a * 
ol stem oo om LI] LEILA TT 
Cecuaeawae JFM MsvASOND 
Yearly Averages * anny Averages zx 


New England shoe production, which had been de- 
clining since Septembe r, rose slightly in January. For 
both the nation and New E ngland. however, output 
was 10 per cent less than in January 1948. March 
wholesale prices dropped 3.1 per cent from March 1948. 
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While paper aa paperboard production in the United 
States showed a 5.8 per cent decline from February 
last year, production in New England was down only 
2.1 per cent. The wholesale price index of 199.1 for 
March was the same in both 1949 and 1948. 
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Wholesale prices of metals and metal products, which 
have been climbing steadily, dropped in March, reflect- 
ing price reductions for lead, zine, steel scrap, and 
copper. Metal receipts in New England were 11.2 per 
cent higher in January this year than in January 1948. 
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DEMAND DEPOSITS, LOANS, INVESTMENTS AND RESERVES 
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The moderate reduction early in May in required bank 
reserves released about $1 billion of funds to the banks, 
roughly compensating for declines in commercial loans. 
Increases i in bank investments, particularly Treasury 
bonds. will continue until loan demand revives 
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N. E. banks gained about $50 million in reserves when 
requirements were lowered. As elsewhere, investments 
will be increased, particularly at Boston banks, where 
business loans have declined 10 per cent since the year 
end. Loan volume at country banks shows little change. 
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National Summary of Business Conditions 


(Prepared and released by the Boarp or Governors of the FepERAL RESERVE System, Washington, D. C.) 


INDUSTRIAL OUTPUT continued to decline in March and 
apparently also in April. Value of department store 
trade remained below the corresponding period of last 
year. Prices of industrial commodities generally de- 
clined in March and April with sharp reductions in 
metal scrap and nonferrous metals. Prices of most farm 
products and foods showed little change. 
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Industrial production declined further in March, and 
the Board’s seasonally adjusted index was 184 per cent 
of the 1935-39 average. This compares with 189 in 
February and with the postwar peak rate of 195 in 
October and November 1948. Output of manufactures 
declined about 2 per cent in March and work stoppages 
at coal mines for two weeks sharply reduced minerals 
production. Although coal output was restored in April, 
present indications are that total industrial output has 
declined further. Activity in the machinery and iron 
and steel fabricating industries showed a substantial 
additional decline in March. In the automobile industry, 
activity was maintained at a high level as reductions in 
output of trucks and of automotive parts were offset by 
an increase in the number of passenger cars assembled. 
Production of iron and steel and non-ferrous metals, on 
the other hand, increased further in March. Lumber 
production increased in March from the reduced rate 
reached in February. 

Output of nondurable goods receded about 3 per cent 
in March, reflecting chiefly marked reductions in activ- 
ity in the textile, paper, and chemical industries. 
Rayon production and deliveries to textile mills were 
sharply curtailed in March, and, according to trade 
reports, have been reduced considerably further in 
April. Activity in the woolen and worsted industry has 
also declined substantially from the February rate, 
according to preliminary indications. Paperboard pro- 
duction in March and the first half of April was about 
6 per cent below the February rate and 15 per cent 
below the level in the same period a year ago. Output 
of most other nondurable goods in March apparently 
was maintained at about the February rate. 

Minerals production during March was reduced about 
10 per cent, mainly because of the two-week work stop- 
page at most coal mines, which curtailed coal output for 
the month by 34 per cent. In early April coal production 
recovered to a level somewhat above the February rate. 
Crude petroleum output in March declined 4 per cent 
and continued to decrease in early April. 

Employment in nonagricultural establishments, as 
reported by the Bureau of Labor Statistics, continued 
to decline in March, although a small rise is usual at 
this season. Manufacturing employment showed a fur- 
ther marked reduction and was about 720,000, or 4 per 
cent, less than in March a year ago. 

Value of contracts awarded, as reported by the F. W. 
Dodge Corporation, was one-third larger in March than 
in February, owing mainly to seasonal increases in most 


types of private contracts. As compared with a year 
ago, total private awards were 8 per cent smaller, while 
public awards were substantially larger. Private resi- 
dential building contracts were 20 per cent smaller in 
value than in March 1948. 

Value of department store sales in March and the 
early part of April remained below year-ago levels, after 
allowance is made for the later date of Easter this year. 
Sales of appliances and other durable goods at depart- 
ment stores continued substantially below the excep- 
tionally high levels reached in the second and _ third 
quarters of last year. 

Railroad shipments of coal dropped sharply in March 
and recovered in early April. Carloadings of other 
classes of freight during this period were at an average 
level about 5 per cent below the seasonally adjusted 
volume of shipments last autumn. 


Prices of scrap metals, which had been at exception- 
ally high levels in the latter part of 1948 and had 
declined early this year, showed a further sharp drop 
from the early part of March to the third week of April. 
Prices of nonferrous metals were reduced substantially 
for the first time since before the war and prices of a 
number of metal products, including some makes of 
automobiles, were also reduced. Prices of most other 
industrial commodities continued to decline moderately ; 
gasoline prices, however, were raised. 

Meat prices advanced somewhat further from mid- 
March to mid-April, while prices of most other foods 
and farm products showed little change. Prices of hogs, 
however, declined again in the third week of April. 

The consumers’ price index rose slightly in March, 
reflecting chiefly higher meat prices and further slight 
increases in rents and miscellaneous items. Retail prices 
of apparel and house-furnishings declined somewhat 
further. 

Business loans decreased by nearly 700 million dollars 
at banks in leading cities during March and the first 
half of April, and other loans generally declined mod- 
erately. Banks continued to purchase Treasury bonds, 
but they sold short-term securities, and their total 
portfolio of Government securities declined somewhat. 
Demand deposits of individuals and businesses con- 
tracted about one billion dollars in the six-week period, 
reflecting the large income tax payments in March and 
repayments of bank loans. 

The Treasury reduced its deposits at the Reserve 
Banks during the first three weeks of April in order to 
retire securities and to meet current expenditures in 
excess of receipts. Banks were supplied with reserves 
as part of these funds were deposited in private ac- 
counts. At the same time reserves were absorbed by 
Federal Reserve sales of Treasury bonds in response to 
a market demand. Federal Reserve holdings of Govern- 
ment securities were also reduced through cash retire- 
ment of System-held bills. 








